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Beyond resilience: Is anti-fragility a
realistic next step?

The world’s geo-political, health and economic dynamics are constantly changing, shocks
to business systems seem to have become quotidian in nature with resilience seen as the
foundational coping mechanism.

Family Offices should be well positioned to move beyond being resilient organisations,
and should aim to set themselves up for success in the face of adversity able, thus
reaching a state of anti-fragility.

This article explores how family offices can develop and aim to move beyond resilience.

Family offices are extensions of the families they serve:

Whilst unigue in their nature and shape, they provide an infrastructure around the individual
wealth holders. Logic dictates that as the family members evolve and change, so does the
organisation that serves them and their interests. So how do these organisations behave when
faced with (r)evolutionary challenges and how can they use resilience to prevail?

Family offices often begin as small, principal-led entities and focus on the financial and social
aspects of the family’s needs. In fact, many of them are initially set up to serve a return-based
purpose such as wealth preservation, growth or a combination of both following a wealth event
such as a business exit or a family member passing away. In time, and with new family
stakeholders, family offices often evolve to become more professionalised operations where
robustness and stability become fundamentals for coping with larger scale operations.

Wealthy industrialists such as the Rockefellers and the House of Morgan created support
systems around their vast fortunes back in the 19th century, coining the terminology for Family
Offices. Whilst the descriptor used for such infrastructures may have been slightly retrofitted,
they continue to survive, having managed to overcome decades of economic turmoil. The same
can be said about many of the succeeding purpose-built family offices, such as those of the
Gates and the Brenninkmeijer families.

In fact, Campden Wealth and Bloomberg' estimate a staggering figure, in excess of $6 trillion in
assets, is managed by family offices as of 2022. This amount comfortably exceeds levels held
by hedge funds across the world. So what role is resilience playing in supporting these results
and indeed, the survival of family offices that hold this trait at their strategic core?

"Inside the Secretive World of Family Offices That Manage Billionaire Fortunes - Bloomberg
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https://www.bloomberg.com/news/storythreads/2022-09-12/inside-the-secretive-world-of-family-offices-that-manage-billionaire-fortunes

What is resilience and what does it do in a business context?

Put simply, resilience is the ability to cope with and recover from distress. Within
businesses it can encompass a myriad of aspects linked to strategy, finance and operations.

Interestingly, there is a World Economic Forum Resilience Consortium that “endorses the
strategic view of resilience and emphasizes the long-term ability of organizations and
economies to create the capabilities needed to deal with disruptions, withstand the shocks,
and continuously adapt as disruptions and crises arise over time. It is the strategic
prerequisite for long-term, sustainable, and inclusive growth.” ?

In short, resilience matters. It matters for economies and it matters for business owners
and their family offices. There is much field research suggesting that businesses and family
offices focused on resilience thrive in times of crisis and there are many such examples of
businesses and family offices that pivoted successfully during COVID into new (and
sometimes revolutionary) products and markets. The goal is for resilience to become
strategically embedded within a family office, rather than a pre-crisis, short-term approach
to dealing with stressors.

Long-termism in family offices:

Whilst no two family offices are identical, they are typically established with a clear purpose
and long-term horizon. Take the fairly common example of a first generation entrepreneur
who after exiting his / her business establishes a family office structure in order to manage
the newly created wealth and preserve it for future generations. The word to emphasise
here is “generations” — and whilst for some it may be two and for others it may be four or
five, it is the use of plural one should focus on.

This case is consistent with industry findings — “Family offices do not think in five or 10-year
fund cycles. Instead they are looking at preserving and growing capital for generations and
so the time horizon is more likely to be 50 or 100 years”® . This long-termism displayed by
many family office principals requires a robust strategy and flexibility in approach, and
ultimately, resilience. Considering how much has changed globally over the past five years,
one cannot fathom the next 100.

However, whilst good organisational resilience can help a family office navigate tumultuous
waters, it is not a guarantor for success and should not be regarded in isolation. There are
many other ingredients in the recipe for organisational endurance, missed out by a number
of family offices that unfortunately fail in their race for survival. Interestingly, whilst a recent
article reveals that the oldest continuously surviving single-family office in the world is only
c. 80 years old*, most single family offices active at present have been established in 2000
and later. ° This raises the question as to whether longevity is really on the cards for all.

The link between resilience and anti-fragility:

“Some things benefit from shocks; they thrive and grow when exposed to volatility,
randomness, disorder, and stressors and love adventure, risk, and uncertainty. Yet, in
spite of the ubiquity of the phenomenon, there is no word for the exact opposite of fragile.
Let us call it anti-fragile. Antifragility is beyond resilience or robustness. The resilient
resists shocks and stays the same; the anti-fragile gets better.” (Taleb, 2012).

2 Resilience, sustainability, and inclusive growth | McKinsey

® What challenges do family offices face? - FTAdviser
# The world's oldest single family office is 79 yrs old. What does it say about the sector? | Family Capital (famcap.com)
5 |s Your Family Office Built for the Future? (hbr.org) 2
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An anti-fragile organisation is one that thrives from non-linear and volatile events; anything that has more
upside than downside from random events (or certain shocks) is anti-fragile; the reverse is fragile.

Some (but not all) family offices have adapted and evolved since their establishment by not only dealing with,
but thriving from the multiple challenges faced. With new family members reaching adult age, new family
interests brought about by marriages, new geographies to serve, family members crossing borders, and new
sustainability focused investments; these are only a few of the myriad of stimuli that family offices are faced
with. Whilst a level of anti-fragility (i.e. ad-hoc positive reactions to change) can be observed in some
instances, it is perhaps a case of resilience supported by good governance and risk management that can
often support success.

In addition, the concept of anti-fragility is potentially a tool for looking at how family offices and family
businesses can cope and respond in times of crisis. As they often start small and agile, these types of
organisational forms sacrifice short-term profitability for long-term success and welcome unpredictability,
which in turn can make them more accustomed to prolonged, milder shocks to the system that prepares
them for later stronger ones. This approach typically showcases in-built flexibility and nimbleness over rigidity
and strenuous process. However, with no process, how can new stakeholders learn from the past to
understand the present and manage the future?

Should family offices aim to be more anti-fragile?

Responding positively to crises and major disruptions is what anti-fragile organisations do. They strive to find
innovative and timely solutions to challenges. Instead of following rigid command structures, the teams have
the dexterity to make sharp decisions around wider business areas. However, this agility needs to be
supported by a clearly articulated purpose, robust investment, governance and risk management processes
and more. The ability to respond quickly needs to be rooted in a lengthy, in-advance thinking process to
enable it in the first place.

With many family offices evolving from single-principal, trust-based governance structures to a more
professionalised set-up, with multiple stakeholders, some basic parameters for governance are key.
Robustness does not have to mean rigidity and having simple processes and guidelines in place can be
transformative when it comes to smooth operations and organisational success (read more about Family
Office Governance here).

As for where one should sit on the anti-fragility spectrum (see Fig 1), this will depend on the essence and
purpose of the family office — a fast growing family office aiming to invest in new business is likely to sitin a
different space to one that has been protecting legacies for decades. Yet, if it wishes to survive and evolve to
the point where it can build a legacy, it may well need to move closer to the mid-point.

-

-

N/ N/

Anti-fragile Organisations:

=)
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that are impacted adversely by
changes in their environments,
e.g. A global pandemic that
prompts a business’ demise
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Robust Organisations:

that can resist shocks e.g.
margins impacted by a global
pandemic can be overcome
with extensive in-built reserves.
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Fig 1. The Spectrum of Anti-Fragility in business
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that grow, develop or expand
during a global pandemic, e.g. a
tea trader buying their
incumbent tea farm suppliers or
a clothing manufacturer
expanding into PPE.
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https://www.privatebanking.hsbc.com/wih/wealth-planning/family-governance/family-governance-and-family-offices/

Closing comments:

Surviving challenging times is unlikely to be easy; businesses that gain from volatility and change will
thrive, whereas those that are hindered by it will likely disappear. Many will sit in the middle.

Whilst anti-fragility may seem like a farfetched concept for some, building resilience is a well-trodden path
and its benefits wide-reaching in future-proofing businesses and family offices alike. One does not need to
re-invent the strategic wheel. Building a purpose-led family office, developing a flexible governance and
operational infrastructure, supported by taking advice in times of uncertainty are all sensible guidelines.

Contributors:

Senior Adviser,
Family Office, Governance & Philanthropy, EMEA

Andra llie

+44 020 7992 1466
andra.ilie@hsbcpb.com
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Important notice

The following may be subject to local requirements.

This is a marketing communication issued by HSBC Private
Banking. HSBC Private Banking is the principal private
banking business of the HSBC Group. Private Banking may
be carried out internationally by different HSBC legal
entities according to local regulatory requirements.
Different companies within HSBC Private Banking or the
HSBC Group may provide the services listed in this
document. Members of the HSBC Group may trade in
products mentioned in this publication.

This document does not constitute independent
investment research under the European Markets in
Financial Instruments Directive (‘MiFID’), or other relevant
law or regulation, and is not subject to any prohibition on
dealing ahead of its distribution. Any references to specific
financial instruments or issuers do not represent HSBC
Private Banking’s views, opinions or recommendations,
express or implied, and are provided for information only.
The information contained within this document is
intended for general circulation to HSBC Private Banking
clients. The content of this document may not be suitable
for your financial situation, investment experience and
investment objectives, and HSBC Private Banking does not
make any representation with respect to the suitability or
appropriateness to you of any financial instrument or
investment strategy presented in this document.

This document is for information purposes only and does
not constitute and should not be construed as legal, tax or
investment advice or a solicitation and/or
recommendation of any kind from the Bank to you, nor as
an offer or invitation from the Bank to you to subscribe to,
purchase, redeem or sell any financial instruments, or to
enter into any transaction with respect to such
instruments. If you have concerns about any investment
or are uncertain about the suitability of an investment
decision, you should contact your Relationship Manager or
seek such financial, legal or tax advice from your
professional advisers as appropriate. You should not make
any investment decision based solely on the content of
any document.

HSBC Private Banking has based this document on
information obtained from sources it believes to be
reliable, but which may not have been independently
verified. While this information has been prepared in good
faith including information from sources believed to be
reliable, no representation or warranty, expressed or
implied, is or will be made by HSBC Private Banking or any
part of the HSBC Group or by any of their respective
officers, employees or agents as to or in relation to the
accuracy or completeness of this document.

It is important to note that the capital value of, and

Past performance is not a guide to future performance.
Forward-looking statements, views and opinions
expressed, and estimates given constitute HSBC Private
Banking’s best judgement at the time of publication, are
solely expressed as general commentary and do not
constitute investment advice or a guarantee of returns
and do not necessarily reflect the views and opinions of
other market participants and are subject to change
without notice. Actual results may differ materially from
the forecasts/estimates.

Foreign securities carry particular risks, such as exposure
to currency fluctuations, less developed or less efficient
trading markets, political instability, a lack of company
information, differing auditing and legal standards,
volatility and, potentially, less liquidity.

Investment in emerging markets may involve certain
additional risks, which may not be typically associated
with investing in more established economies and/or
securities markets. Such risks include (a) the risk of
nationalization or expropriation of assets; (b) economic
and political uncertainty; (c) less liquidity in so far of
securities markets; (d) fluctuations in currency exchange
rate; (e) higher rates of inflation; (f) less oversight by a
regulator of local securities market; (g) longer settlement
periods in so far as securities transactions and (h) less
stringent laws in so far the duties of company officers and
protection of Investors.

Some HSBC Offices listed may act only as representatives
of HSBC Private Banking, and are therefore not permitted
to sell products and services, or offer advice to customers.
They serve as points of contact only. Further details are
available on request.

In the United Kingdom, this document has been approved
for distribution by HSBC UK Bank plc whose Private
Banking office is located at 8 Cork Street, London W1S 3LJ
and whose registered office is at 1 Centenary Square,
Birmingham, B1 1HQ. HSBC UK Bank plc is registered in
England under number 09928412. Clients should be
aware that the rules and regulations made under the
Financial Services and Markets Act 2000 for the protection
of investors, including the protection of the Financial
Services Compensation Scheme, do not apply to
investment business undertaken with the non-UK offices
of the HSBC Group. This publication is a Financial
Promotion for the purposes of Section 21 of the Financial
Services & Markets Act 2000 and has been approved for
distribution in the United Kingdom in accordance with the
Financial Promotion Rules by HSBC UK Bank plc, which is
authorised by the Prudential Regulation Authority and
regulated by the Financial Conduct Authority and the

income from, any investment may go down as well as up 5 Prudential Regulation Authority.
and you may not get back the original amount investegUBLIC



In Abu Dhabi Global Markets (ADGM) this material is
handed out by HSBC Bank Middle East Limited, ADGM
Branch, PO BOX 113027, Al Magam Tower, ADGM, Abu
Dhabi, is regulated by the ADGM Financial Services
Regulatory Authority (FSRA) and lead regulated by the
Dubai Financial Services Authority. Content in this
document is directed at FSRA defined Professional Clients
and only a Person meeting this criteria should act upon it.

In Dubai International Financial Center (DIFC), In Dubai
International Financial Centre (DIFC) this material is
distributed by HSBC Private Bank (Suisse) S.A., DIFC
Branch, P.O. Box 506553 Dubai, UAE which is regulated by
the Dubai Financial Services Authority (DFSA) and FINMA.
HSBC Private Bank (Suisse) S.A, DIFC Branch only deals
with clients who meet the requirements for being treated
as Professional Clients as defined by the DFSA and this
presentation is directed at Professional Clients only.

In South Africa, this material is distributed by HSBC
Private Bank (Suisse) SA, South Africa Representative
Office approved by the South African Reserve Board
(SARB) under registration no. 00252 and authorized as a
financial services provider (FSP) for the provision of Advice
and Intermediary Services by the Financial Sector Conduct
Authority of South Africa (FSCA) under registration no.
49434, The Representative Office has its registered
address at 2 Exchange Square, 85 Maude Street,
Sandown, Sandton.

In Bahrain and Qatar, this material is distributed by the
respective branches of HSBC Bank Middle East Limited,
which is locally regulated by the respective local country
Central Banks (Central Bank of Bahrain and Qatar Central
Bank respectively) and lead regulated by the Dubai
Financial Services Authority.

In Lebanon, this material is handed out by HSBC Financial
Services (Lebanon) S.A.L. (“HFLB”), licensed by the Capital
Markets Authority as a financial intermediation company
Sub N°12/8/18 to carry out Advising and Arranging
activities, having its registered address at Centre Ville
1341 Building, 4th floor, Patriarche Howayek Street,
Beirut, Lebanon, P.O. Box Riad El Solh 9597.

In Hong Kong and Singapore, THE CONTENTS OF THIS
DOCUMENT HAVE NOT BEEN REVIEWED OR ENDORSED BY
ANY REGULATORY AUTHORITY IN HONG KONG OR
SINGAPORE. HSBC Private Banking is a division of
Hongkong and Shanghai Banking Corporation Limited. In
Hong Kong, this document has been distributed by The
Hongkong and Shanghai Banking Corporation Limited in
the conduct of its Hong Kong regulated business. In
Singapore, the document is distributed by the Singapore
Branch of The Hongkong and Shanghai Banking
Corporation Limited. Both Hongkong and Shanghai
Banking Corporation Limited and Singapore Branch of
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Hongkong and Shanghai Banking Corporation Limited are
part of the HSBC Group. This document is not intended for
and must not be distributed to retail investors in Hong
Kong and Singapore. The recipient(s) should qualify as
professional investor(s) as defined under the Securities
and Futures Ordinance in Hong Kong or accredited
investor(s) or institutional investor(s) or other relevant
person(s) as defined under the Securities and Futures Act
in Singapore. Please contact a representative of The Hong
Kong and Shanghai Banking Corporation Limited or the
Singapore Branch of The Hong Kong and Shanghai Banking
Corporation Limited respectively in respect of any matters
arising from, or in connection with this report.

Some of the products are only available to professional
investors as defined under the Securities and Futures
Ordinance in Hong Kong / accredited investor(s),
institutional investor(s) or other relevant person(s) as
defined under the Securities and Futures Act in Singapore.
Please contact your Relationship Manager for more
details.

The specific investment objectives, personal situation and
particular needs of any specific persons were not taken
into consideration in the writing of this document. To the
extent we are required to conduct a suitability assessment
in Hong Kong where this is permitted by cross border rules
depending on your place of domicile or incorporation, we
will take reasonable steps to ensure the suitability of the
solicitation and/or recommendation. In all other cases,
you are responsible for assessing and satisfying yourself
that any investment or other dealing to be entered into is
in your best interest and is suitable for you.

In all cases, we recommend that you make investment
decisions only after having carefully reviewed the relevant
investment product and offering documentation, HSBC's
Standard Terms and Conditions, the “Risk Disclosure
Statement” detailed in the Account Opening Booklet, and
all notices, risk warnings and disclaimers contained in or
accompanying such documents and having understood
and accepted the nature, risks of and the terms and
conditions governing the relevant transaction and any
associated margin requirements. In addition to any
suitability assessment made in Hong Kong by HSBC (if
any), you should exercise your own judgment in deciding
whether or not a particular product is appropriate for you,
taking into account your own circumstances (including,
without limitation, the possible tax consequences, legal
requirements and any foreign exchange restrictions or
exchange control requirements which you may encounter
under the laws of the countries of your citizenship,
residence or domicile and which may be relevant to the
subscription, holding or disposal of any investment) and,
where appropriate, you should consider taking
professional advice including as to your legal, tax or
accounting position.
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In Guernsey, this material is distributed by HSBC Private
Banking (C.l.) a division of HSBC Bank plc, Guernsey
Branch which is licensed by the Guernsey Financial
Services Commission for Banking, Insurance Intermediary
and Investment Business. In Jersey, this material is issued
by HSBC Private Banking (Jersey) which is a division of
HSBC Bank plc, Jersey Branch: HSBC House, Esplanade, St.
Helier, Jersey, JE1 1HS. HSBC Bank plc, Jersey Branch is
regulated by the Jersey Financial Services Commission for
Banking, General Insurance Mediation, Fund Services and
Investment Business. HSBC Bank plc is registered in
England and Wales, number 14259. Registered office 8
Canada Square, London, E14 5HQ. HSBC Bank plc is
authorised by the Prudential Regulation Authority and
regulated by the Financial Conduct Authority and the
Prudential Regulation Authority.

In France, this material is distributed by HSBC Private Bank
Luxembourg French Branch - SIREN 911 971 083 RCS Paris.
HSBC Private Banking in France is subject to approval and
control by the Autorité de Contréle Prudentiel et de
Résolution [Prudential Control and Resolution Authority].
HSBC Private Banking is a Branch of HSBC Private Bank
(Luxembourg) S.A. 18 Boulevard de Kockelscheuer L-1821
Luxembourg, Public Limited Luxembourg Company with
share capital of : 150.000.000 euros, RCS Luxembourg :
B52461, Trade and Companies Register of Paris Bank and
Insurance Intermediary registered with the Organisme
pour le Registre des Intermédiaires en Assurances
[Organisation for the Register of Insurance Intermediaries]
under no. 2011CM008 (www.orias.fr) - Intra-community
VAT number: FR34911971083. HSBC Private Banking in
France - Registered office: 38, avenue Kléber 75116 Paris-
FRANCE- Tel. +33 (0) 1 49 52 20 00.

In or from Switzerland, this marketing material is
distributed by HSBC Private Bank (Suisse) SA, a bank
regulated by the Swiss Financial Market Supervisory
Authority FINMA, whose office is located at Quai des
Bergues 9-17, 1201 Geneve, Switzerland. This document
does not constitute independent financial research, and
has not been prepared in accordance with the Swiss
Bankers Association’s “Directive on the Independence of
Financial Research”, or any other relevant body of law.

Please note that this information is neither intended to aid
in decision making for legal or other consulting questions,
nor should it be the basis of any such decision. If you
require further information on any product or product
class or the definition of Financial Products, please contact
your Relationship Manager.

In Luxembourg, this material is distributed by HSBC
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Private Banking (Luxembourg) SA, which is located at 18
Boulevard de Kockelscheuer L-1821 Luxembourg and is
regulated by the Commission de Surveillance du Secteur
Financier (“CSSF”).

In the United States, HSBC Private Banking is the
marketing name for the private banking business
conducted by the principal private banking subsidiaries of
the HSBC Group worldwide. In the United States, HSBC
Private Banking offers banking services through HSBC
Bank USA, N.A.,, Member FDIC. Investments and certain
insurance products, including annuities are offered by
HSBC  Securities (USA) Inc. (“HSI”), Member
NYSE/FINRA/SIPC. HSI is an affiliate of HSBC Bank USA,
N.A. In California, HSI conducts insurance business as
HSBC Securities Insurance Services. License #: OE67746.
Whole life, universal life, term life, and other types of
insurance are offered by HSBC Insurance Agency (USA)
Inc., a wholly owned subsidiary of HSBC Bank USA, N. A.
Products and services may vary by state and are not
available in all states. California license #: 0D36843.

Investment products are: Not a deposit or other
obligation of the bank or any affiliates; Not FDIC insured
or insured by any federal government agency of the
United States; Not guaranteed by the bank or any of its
affiliates; and are subject to investment risk, including
possible loss of principal invested.

In Australia, if you are receiving this document in
Australia, the products and services are provided by The
Hongkong and Shanghai Banking Corporation Limited
(ABN 65 117 925 970, AFSL 301737) for “wholesale”
customers (as defined in the Corporations Act 2001). Any
information provided is general in nature only and does
not take into account your personal needs and objectives
nor whether any investment is appropriate. The Hongkong
and Shanghai Banking Corporation Limited is not a
registered tax agent. It does not purport to, nor does it,
give or provide any taxation advice or services
whatsoever. You should not rely on the information
provided in the documents for ascertaining your tax
liabilities, obligations or entitlements and should consult
with a registered tax agent to determine your personal tax
obligations.
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In Germany, this material is distributed by HSBC
Trinkaus & Burkhardt AG, a bank regulated by the
Bundesanstalt fiir Finanzdiensleistungsaufsicht, whose
office is located at Hansaallee 3, 40549 Diisseldorf,
Germany. The General Data Protection Regulation
(GDPR) has been in force in all EU Member States since
May 25, 2018. Our updated privacy policy can be found
on the HSBC Germany website. If not explicitly stated,
transaction costs and if applicable custody fees are not
taken into account in the calculation of performance
statistics, however, they have a negative impact on it.
If, for example, the initial investment is 1.000 EUR, and
the transactions costs for buying and selling are 1,00 %
each time, and the custody fee is 0,50 % per year (for
our actual fee structure please see our schedule of
prices & services), the performance over a 5-year-
investment-horizon would be reduced 45 EUR

In mainland China, this document is distributed by
HSBC Bank (China) Company Limited (“HBCN”) to its
customers for general reference only. This document
has no contractual value and is not and should not be
construed as an offer or the solicitation of an offer or a
recommendation for the purchase or sale of any
investment or subscribe for, or to participate in, any
services. HBCN is not recommending or soliciting any
action based on it.

In HSBC Bank Middle East Limited UAE Branch
(HBME), regulated by the Central Bank of UAE, for the
purpose of this promotion and lead regulated by the
Dubai Financial Services Authority. In respect of certain
financial services and activities by HBM, it is regulated
by the Securities and Commodities Authority in the UAE
under license number 602004

Where your location of residence differs from that of
the HSBC entity where your account is held, please go
to HSBC Global Private Banking website > Disclaimer >
Cross Border Disclaimer for disclosure of cross-border
considerations regarding your location of residence.

No part of this publication may be reproduced, stored
in a retrieval system, or transmitted, on any form or by
any means, electronic, mechanical, photocopying,
recording or otherwise, without the prior written
permission of HSBC.

A complete list of private banking entities is available
on our HSBC Private Bank website.
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